Kansas City Terminal Advisory Committee

Key Learning's and Observations

November 19, 2013




June 6, 2013
Organizational Meeting

« Discussed Mission Statement
« Set Operating Principles for future meetings




Major Areas of Focus

A — Affordability

B — Business Creation

C — Convenience/Adaptability
D — Defend Security

E — Environmental performance
F — Favorable experience



June 18, 2013
Meeting

* Finalize Mission Statement
« Airport School Session One




Bob Berkebile presented the
history of aviation and airports
in KC

CF « KCI was designed to maximize passenger
convenience by decentralizing functions like
ticketing and baggage handling and minimizing
the walk from ground transportation to aircraft.

CDE « KCI was conceived nearly half a century ago
when aircraft, travel patterns (including transfer
rates), technology and security were entirely
different today.






Mark VanLoh presented KCI
aspects of airport ownership and
controls

A « Aviation Department retains all funds. The

Airport Fund is an Enterprise Fund in KC.
These funds cannot be spent for other city
services or capitol improvements.

ACDE « The City owns the land, the FAA controls what
goes on at the airport and the Aviation
Department runs/ manages the airport. Thus,
the City, FAA, the airlines and Aviation
Department collaborate in any airport matters.



July 2, 2013
Meeting

* Airport School Session Two: Financial
Overview




Randy Landes gave summary of
how the airport fits into the City of
Kansas City operating plan

A « Randy introduced the concept of the “Firewall
Law” No airport revenues can be used for
general Kansas City municipal services/
capital expenditures such as sewers, hotels,
neighborhood development, etc.

A « Additionally, we learned Missouri law requires
that any revenue bonds (which includes the
airport revenue bonds) must be approved by
the Kansas City voters.



A

John Green, CFO of the Aviation
Dept, gave summary of Airport
Revenues & Expenses, Budget &
Capital Funding Process

* We learned about major airport revenues
sources. Passenger facility Charges (PFC) is
a $4.50 per enplanement fee collected by
airlines and remitted to the airport.

» Airport Improvement Program (AIP) Grants
are provided by the FAA to airports for the
planning and development of certain eligible
projects.

« Other major sources of revenue are airline use

and lease agreements, property rental, and
parking revenue (43% of total revenue).



Cont...

AB « Although, not currently material, there is also
revenue generated from the retail vendors that
provides additional cash flow to the Aviation
Department.

ACD « KCl is more than 40 years old and has
undergone many changes to accommodate
advances in technology, the aviation industry,
security or travelers needs. It is a complex
operation system with many voices involved in
governance and control.



July 16, 2013
Meeting

» Airport School Session Three: Overview of
Aviation Department Capital Improvements




CDE

Phil Muncy, Asst. Director of
Aviation Planning & Engineering
Division

Past major capital work in the terminal area
was reviewed as well as current status and
future capital work needed in the terminal
area.

There was a major terminal improvement
(TIP) during the period of 1995-2004. This
work was accomplished by closing sections
(wedges) of terminals for cosmetic and interior
improvements. However, some critical
structural upgrades and repairs could not be
accomplished because they would require
additional funding and also necessitate closing
an entire terminal in order to repair foundation
walls and all underground utilities.



CDE

Cont...

The airport must operate 24/7 and thus these
repairs/ upgrades cannot be deferred until
failure because reacting to and recovering
from these failures is disruptive and
expensive. Unlike buying a new furnace when
it breaks down in a personal residence, the
airport must anticipate maintenance issues
because it cannot suffer unplanned
shutdowns.



Replacing infrastructure under drive or
aprow requives closing entire terminal for
most of the construction period.

Enplaning/
Deplaning Curb

pu

Passenger
Service Level Departure Lounge

Airline Operations
Maintenance Level

Replacing these systems interrupts 24/7
airline and baggage security operations.



July 30, 2013
Meeting

« Evaluation of Key Performance Indicators
(KPIs) and Key Stakeholders

« Committee members discussed and began
prioritizing both.




August 13, 2013
Meeting

« Airport School Session Four: Airport Tour




The Aviation Dept. staff provided
a comprehensive tour of airport
terminals, public facilities, and
Infrastructure and behind the
scenes areas of the airport to
actually see what Phil Muncy
described during Session Three

DE  We saw areas of flooding (resulting from
failing roof drainage system and cracks in
foundation walls) and the resulting conflicts
with electrical systems and electronic security
systems.



CDE

CDE

Cont...

We learned that the airport maintenance
personnel are very experienced and have
been effective in extending the life of
plumbing, mechanical/electrical infrastructure
systems, some of which are now beyond their
useful life or inadequate to meet current
needs.

There is no efficient way to replace or make
renovations to these systems without shutting
down an entire terminal due to the
interdependence of systems, their
configuration and location below the terminal,
apron, or circular drive.



CD

Cont...

We observed that there have been several
“bumpout” additions to the terminals to
accommodate passenger flow and baggage
security systems as well as relocating retail
and toilets beyond security. However we also
observed there is limited space available for
additional add-ons.

Adaptations for demands on security is
limited due to the configuration of the
terminals and permanent constraints on both
the land and air side.
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CF

Cont...

KCI is perceived to be highly convenient,
however, much of the convenience that KCI
has been historically known for (very short
walk from ground transportation to aircraft)
has been sacrificed in favor of security (more
walking from ticketing to security, more waiting
In cramped spaces for security and access to
services is limited in waiting areas).
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CDE

ABCD

Cont...

The area devoted to aircraft access to terminal
gates (jetways) is not adequate to
accommodate large aircraft commonly used
for international travel and some charter flights
and it is being further reduced by expansions
of terminals to handle waiting areas and/or
security equipment. Not only do the jetway
limitations restrict aircraft size options, it also
Inhibits aircraft deicing stations, and baggage
security technology.

Importantly, the configuration and structure of
the terminals has seriously limited the ability of
the Aviation Department, the airlines and the
retail vendors to adapt to new security
systems and to offer flexibility to changing
airline mergers or ownership.



i
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August 27, 2013
Meeting

* Preliminary Comments from members of
the Advisory Group regarding the
prioritization of KPIs and Key Stakeholders



A review of preliminary comments
from members of the Advisory
Group regarding the priorities of
KPI’'s and Key Stakeholders reveal
some interesting observations



C

Cont...

The major area, Convenience, was most
frequently mentioned as having the greatest
impact on the largest number of KPI's.
However, in almost every instance where
Convenience scored the highest, the area of
Adaptability scored second highest for that
same KPI. This would directionally indicate
that while sentiments are high involving
Convenience, there is an acknowledgement
that Adaptability is essential for long term
planning. In other words, prioritizing
Convenience without weighing that against
Adaptability may not be prudent



B

Cont...

Notably, the major area Business Creation
was second most frequently mentioned as
having the greatest impact on the most
number of KPI's. Likewise Business Creation,
being a key economic driver not only to the
airport, but also to the Greater Kansas City
region for employment and growth, must be
appropriately considered and may outweigh
certain aspects of optimizing Convenience.



September 10, 2013
Meeting

« Airport School Session Five: Capital Work
Funding




Phil Muncy presented in more
detail the future capital work
needed in the three terminals to
maintain status quo airport layout.

John Green gave a high level
financial review of an alternative
to status quo (tear down and start
over)



A

Cont...

We learned that starting over in the available
space south of the current airport is the most
expensive alternative due to road re-
configuration needed.

We also learned that the cost of maintaining
status quo with capital improvements needed
for rehabllitation, replacement and addition of
new systems would cost between $500 to
$700 million.



A

Cont...

The origin of the $1.2 billion figure for a new
terminal is an approximation of the maximum
of what the Aviation Department could afford
to spend and fund in the way of debt service
from a pro forma perspective. A realistic
estimate of building a new terminal complex
and all amenities (parking, public
transportation areas, etc) on the current site of
Terminal A is closer to $900 million in today’s
dollars.

Thus, the question is not whether the Aviation
Department should spend zero versus $1.2
billion. Rather, the question is spending
something greater than $700 million to solve
for the KCI deficiencies.



A

Cont...

The increased revenue needed from the
airlines in the way of use & lease agreements
IS significant, but still relatively minor (airport
fees are 4-6 percent of airline operating costs
nationally) for the airlines when compared to
their fuel and personnel costs.

We learned there is no direct correlation
between cost per enplanement and airline
ticket prices at a specific airport.

We learned that there is only a small portion of
the overall capital funding that will come from
the FAA; much less than originally indicated
by the Aviation Department some time ago.



A

Cont...

Most of any capital improvements will be
funded by airport revenue bonds issued by the
Aviation Department. We learned that no
airport has ever defaulted on its airport bonds.
With existing law, there is no guarantor tie to
the City of Kansas City for any airport revenue
bonds and likewise there is no guarantor tie to
the Aviation Department for bonds issued by
the City of Kansas City.



September 24, 2013
Meeting

* We reviewed Key Stakeholders identified
by the Advisory Group committee members
for major areas of focus along with KPI'’s.




October 22, 2013
Meeting

* Three Sub-committees met to discuss Key
Stakeholders by major areas of focus




Three Sub-committees of the
Advisory Group (Affordability,
Business Creation,
Convenience/Adaptability) met to
discuss Key Stakeholders by
major focus area. The Key
Stakeholders were prioritized with
guestions and information
requests grouped by Stakeholder.



November 5, 2013
Meeting

* Three Sub-committees reported results of
their work to the Advisory Group




Focus on Outreach to Key Stakeholders

Airlines
FAA
Business Community

1. Civic Organizations (Civic Council, Various Chambers of Commerce,
KCADC)

2. Large Employers

3. Shipping Companies
Elected Officials

1. Local

2. National
TSA
Hospitality/Travel/Conventions
Vendors — Both Transportation and Retalil
Passengers Who Use the Airport
Citizens — Voters and Employees



Top 3 KPI's for each major area
Affordability

Cost (airport capital improvements)
Airport user fee and other charges
Airline ticket prices

Business Creation

Passenger enplanement headcount and cost per enplanement
Airline ticket prices

Non-stop flight options

Convenience/Adaptability
Time from airport arrival to gate
Passenger waiting areas

Restrooms




Timeline Milestones

November 19 Meeting
Review and Approve Key Learning's

December — February
Key Stakeholder Outreach and Public Dialogue
(Update Key Learning's)

February — March
Citizen Town Hall Meetings

April

Submit Recommendation



Priority Considerations for Key Stakeholder Outreach

We are first talking to the Airlines and the FAA because
they have the most input into funding (funding debt
service through land & use agreements and providing
Airport Improvement Program grants). We need to have
some idea about any available funding as the initial

critical step in any major capital improvement
undertaking.



Cont...

Next we plan to talk to those Key Stakeholders who are
most involved in driving employment and economic
growth such as the Business Community (including, but
not limited to: large employers, civic organizations
Involved in representing business & employment and
direct users of the airport for their business such as
shipping companies, transportation & retail vendors),
Elected Officials both at the local level and national level
who are vested in employment and economic growth and
who have some approval jurisdiction in the process. We
will also touch base with the Hospitality/Travel/
Convention representatives who are instrumental in
driving incremental economic impact to the area.



Cont...

Finally, and most importantly, we will conduct open town
hall meetings with Passengers (who use the airport) and
Kansas City Citizens (who will be voting on any airport
revenue bonds) to share our Key Learning's and
Observations that we have validated with our discussions
with Key Stakeholders and to hear Passenger & Kansas
City Citizen comments. It is important to hold these public
meetings after (not before) validating our Key Learning's
and Observations so we are fully informed and educated
about airport nuances. This is along the same lines as the
timing of conducting our Airport School first before
meeting with the Key Stakeholders so we could
understand what we would hear.
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